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THE  IMPACT  OF  INCLUDING  HOUSING  ASSISTANCE  AS  INCOME 
IN  DETERMINING  FOOD  STAMP  ELIGIBILITY  AND  BENEFITS 


REPORT  TO  THE  CONGRESS 


FOOD  AND  NUTRITION  SERVICE 
U.S.  DEPARTMENT  OF  AGRICULTURE 


THE  IMPACT  OF  INCLUDING  HOUSING  ASSISTANCE  AS  INCOME 
IN  DETERMINING  FOOD  STAMP  ELIGIBLITY  AND  BENEFITS 

The  Urgent  Appropriation  for  the  Food  Stamp  Program  for  Fiscal  Year 
1980  (P.L.  96-243,  May  16,  1980)  directed  the  Department  of  Agriculture 
to  study  and  report  to  Congress  on  the  potential  impact  of  including 
housing  assistance  as  income  in  the  determination  of  food  stamp  eligibility 
and  benefits.   This  paper  reports  the  results  of  that  study. 

The  first  section  of  the  paper  assesses  the  implications  of  counting 
as  income  the  aid  provided  by  the  Section  8  program,  one  of  the  two  largest 
housing  assistance  programs  in  operation  today.   Issues  related  to  counting 
Section  8  subsidies  as  income  and  conceptual  problems  with  measuring  the 
value  of  housing  subsidies  are  dealt  with  in  the  second  and  third  sections, 
respectively.   The  fourth  section  provides  a  similar  analysis  of  the  other 
principal  assistance  program,  public  housing.   Other  forms  of  housing 
assistance  are  briefly  examined  in  the  fifth  section.   The  final  section 
summarizes  the  findings,  and  presents  conclusions  and  recommendations. 


The  Section  8  Program 

Section  8  of  the  Housing  and  Urban  Development  Act  of  1974  provides  aid  to 

low  income  households  by  paying  rent  subsidies  to  landlords,  thus  reducing  rents 

the  households  have  to  pay  to  obtain  adequate  housing.   Landlords  contract 

with  local  housing  authorities  to  have  their  houses  or  apartments  designated 

as  Section  8  units.   Low  income  households  apply  with  the  local  housing 

authorities  to  become  Section  8  participants.   If  they  are  found  eligible  and 

are  able  to  locate  Section  8  units  to  rent,  these  households  have  their  rent 

pajnnents  limited  to  a  maximum  of  25%  of  their  income.   The  housing  authority 

determines  the  fair  market  rent  (what  the  unit  would  rent  for  in  the  private 

housing  market)  of  each  unit  and  directly  pays  the  landlord  the  difference 

between  that  fair  market  rent  and  the  household's  rent  payment.   All  Section  8 

units  must  be  maintained  in  accordance  with  local  building,  housing,  and 

health  codes.   Thus,  the  household  is  able  to  live  in  decent  housing  without 

paying  an  inordinately  large  fraction  of  its  income  and  the  landlord  receives 

a  fair  rent  for  leasing  the  unit. 

Measuring  the  dollar  amount  of  the  Section  8  subsidy  provided  for  an  indivi- 
dual household  appears  to  be  simple.   Since  the  subsidy  is  a  cash  payment  made 
directly  to  the  landlord,  the  amount  of  that  payment  is  the  amount  of  the 
subsidy.   Including  the  subsidy  as  income  in  food  stamp  eligibility  and  benefit 
calculations  involves  adding  the  dollar  subsidy  to  the  household's  gross  income, 
adjusting  the  household's  shelter  cost  upward  by  the  same  amount  (since  all 
of  the  subsidy  is,  by  definition,  spent  on  housing),—   and  calculating  a  new 
benefit  level  utilizing  these  new  values  for  income  and  shelter  costs. 


—   If  the  housing  subsidy  is  to  be  included  as  income,  the  full  housing  value 
(rent  paid  by  the  household  plus  subsidy)  must  be  counted  as  shelter  costs. 
This  is  consistent  with  the  concept  of  the  household  receiving  additional 
income  (the  subsidy),  all  of  which  is  spent  on  housing. 


Because  food  stamp  benefits  are  reduced  by  30c  for  each  additional  dollar  of 
net  income,  inclusion  of  Section  8  subsidies  as  income  could  cut  food  stamp 
allotments  by  up  to  30%  of  the  amount  of  the  subsidy.   For  many  households, 

however,  the  increase  in  income  resulting  from  counting  the  subsidy  would 

2/ 
be  partially  offset  by  an  increase  in  the  excess  shelter  cost  deduction,— 

since  the  household's  rent  payment  must  also  rise  by  the  amount  of  the  subsidy. 

In  general,  the  effect  of  counting  Section  8  subsidies  as  income  for  food 

stamp  recipients  would  be  to  reduce  food  stamp  benefits  by  15  to  30%  of  the 

amount  of  the  subsidy. 

The  actual  impact  of  including  Section  8  housing  assistance  as  income  in  the 
Food  Stamp  Program  was  estimated  utilizing  data  from  the  November  1979  Survey 
of  the  Characteristics  of  Food  Stamp  Households  and  Department  of  Housing  and 
Urban  Development  (HUD)  files  on  housing  program  participation.   No  data  are 
available  that  show  which  households  participate  in  both  the  Food  Stamp  and 
Section  8  programs.   Consequently,  Section  8  program  participation  by  Food 
Stamp  households  was  imputed  based  on  household  composition  and  income  and 
whether  the  household  owned  or  rented  their  home.   Twelve  types  of  households 
and  eight  income  classes  were  defined  as  shown  in  Table  1. 

Estimated  Section  8  participation  by  food  stamp  households  is  shown  in  Table  2 
by  household  composition  and  by  income  class.   Nearly  7  percent  of  food  stamp 
households  are  estimated  to  receive  assistance  through  the  Section  8  program, 
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—   A  household's  excess  shelter  cost  is  the  amount  by  which  its  rent  payment 

exceeds  one— half  of  its  adjusted  income  (gross  income  less  $85  standard 

deduction  less  allowable  child  care  costs  up  to  a  maximum  of  $115  per  month) 
Excess  shelter  costs  are  deductible  from  gross  income  up  to  the  difference 
between  the  $115  cap  and  child  care  costs.   For  households  with  elderly 
members  or  persons  receiving  Supplemental  Security  Income  (SSI)  ,  all  excess 
shelter  costs  are  deductible;  the  $115  cap  does  not  apply. 
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a  total  of  over  410,000  households.   This  group  constitutes  just  under  half 

3/ 
(45.8  percent)  of  all  Section  8  participants.—   Over  one-third  of  food  stamp 

households  being  aided  under  the  Section  8  program  have  elderly  heads  and 

nearly  60  percent  are  headed  by  females  with  dependent  children.   51  percent 

have  gross  incomes  of  less  than  $3000  per  year  and  nearly  85  percent  have 

annual  gross  incomes  below  $5000.   Virtually  no  households  with  incomes  above 

$10,000  participate  in  both  the  Section  8  and  Food  Stamp  Programs. 

According  to  the  HUD  data,  the  average  value  of  Section  8  subsidies  is  just 
under  $130  per  month.  As  Table  3  demonstrates,  this  average  is  fairly  constant 
across  household  types,  although  elderly  headed  households  receive  slightly 
smaller  subsidies  and  the  average  subsidy  increases  with  the  number  of  persons 
in  the  household.  As  would  be  expected,  the  average  subsidy  generally  declines 
as  gross  household  income  rises;  variations  in  this  pattern  are  due  to  differ- 
ences in  fair  market  rents  which  are  related  to  varying  housing  needs  of 
different  sizes  of  households. 

The  effect  on  food  stamp  benefits  of  including  these  subsidies  as  income  can 
be  estimated  through  the  use  of  a  simple  simulation  model  in  which  sample  food 
stamp  households  are  assigned  average  Section  8  subsidy  values  based  on  their 
composition,  gross  income,  and  probability  of  being  Section  8  participants. 
Because  average  subsidy  amounts  are  used  rather  than  specific  values  for  each 
household,  the  estimates  are  not  likely  to  be  precise  for  any  particular 
sample  household,  but  the  aggregate  effects  should  be  predicted  with  reasonable 
accuracy.   The  assigned  subsidies  were  added  to  both  gross  household  income 


3/ 

—   The  percentage  of  Section  8  participants  receiving  food  stamps  is  as  low  as 

it  is  as  a  result  of  the  low  food  stamp  participation  rate  of  elderly  house- 
holds.  Elderly  headed  households  make  up  about  52%  of  Section  8  participants. 
Consequently,  their  low  food  stamp  participation  rate  has  a  substantial  impact 
on  the  food  stamp  participation  rate  of  Section  8  households  as  a  group. 
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and  the  household's  rent  payment,  and  program  eligibility  and  benefit  levels 
were  recalculated.   No  attempt  was  made  to  adjust  for  potential  changes 
in  food  stamp  recipients'  behavior  which  might  result  from  the  new  policy. 
If  recipients  were  to  alter  their  behavior  in  response  to  the  policy  of 
counting  housing  aid  as  income,  their  actions  would  most  likely  reduce  the 
policy's  impact  on  food  stamp  benefit  levels.   As  a  result,  the  predicted 
effects  should  be  viewed  as  maximum  estimates.   However,  too  little  is  known 
about  behavioral  changes  to  allow  any  estimation  of  how  large  the  impact  of 
such  changes  might  be. 

Tables  4  and  5  show  the  effects  of  including  Section  8  subsidies  as  incom.e, 
broken  down  by  household  composition  and  income  class,  respectively.   Overall, 
the  pol-icy  results  in  a  decline  in  average  food  stamp  allotments  from  $86.17 
to  $60.34  per  month,  a  drop  of  $25.83  or  30.0%.   About  4.3%  of  food  stamp 
households  participating  in  the  Section  8  program,  would  become  ineligible  for 
food  stamp  benefits.   While  these  overall  impacts  are  spread  fairly  evenly 
across  income  classes,  households  types  would  be  affected  differentially. 

The  elderly  would  be  hit  particularly  hard  by  the  change.   For  elderly 
persons  living  alone,  food  stamps  would,  on  average,  fall  by  more  than  50  percent 
and  nearly  5  percent  would  lose  their  food  stamp  benefits  entirely.   Elderly 
households  with  more  than  one  person  would  have  their  monthly  food  stamp 
allotments  cut  by  more  than  one-third  and  about  one  out  of  every  six  such 
households  would  no  longer  be  eligible  for  food  stamps  at  all.   These  impacts 
would  be  even  greater  if  elderly  households  were  not  allowed  unlimited  excess 
shelter  cost  deductions. 
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Households  composed  of  single  mothers  with  children  are  also  greatly 
affected.   Their  food  stamp  allotments  would  be  reduced  by  $30  to  $42  per 
month,  depending  on  household  size.   Relatively  few  would  lose  their 
eligibility  entirely,  since  their  current  benefit  levels  are  relatively 
high.   However,  these  households  would  lose  from,  one-sixth  to  one-third 
of  their  food  stamp  allotments. 

Overall,  90%  of  the  savings  that  would  accrue  would  arise  from  benefit  reductions 
for  elderly  headed  households  or  households  composed  of  single  mothers  with 
children.   This  is  primarily  due  to  the  heavy  representation  of  these  groups 
among  Section  8  households  receiving  food  stamps:   nearly  60%  of  this  group 
are  single  mothers  vjith  children  and  over  30%  are  elderly. 

By  income  class,  82%  of  the  savings  would  accrue  from  households  with  gross 
incomes  below  $5,000  per  year,  and  47%  would  come  from  reductions  in  benefits 
for  households  with  less  than  $3,000  a  year  in  income.   This,  once  again,  is 
primarily  due  to  the  heavy  representation  of  very  poor  households  among  those 
receiving  both  food  stamps  and  Section  8  benefits. 

I'/hile  the  estimated  food  stamp  benefit  reductions  presented  above  would 
yield  savings,  the  administrative  costs  of  counting  housing  assistance  as 
income  would  offset  some  part  of  the  savings.   These  administrative  costs 
could  be  significant.   Because  Section  8  subsidies  are  paid  directly  to  land- 
lords and  not  to  participating  households,  many  food  stamp  households  may  not 
know  whether  they  are  receiving  Section  8  assistance  and  few  would  know  the 
am.ount  of  their  subsidy.   As  a  result,  food  stamp  case  workers  might  have  to 
check  with  the  local  housing  authority  in  a  substantial  portion  of  food  stamp 
cases  to  determine  whether  the  food  stamp  household  was  participating  in  the 
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Section  8  program.   Furthermore,  any  changes  in  either  household  income  or 

the  fair  market  rent  of  Section  8  units  would  be  reflected  in  the  amount  of  the 

household's  Section  8  subsidy  and  would  require  additional  contact  between 

food  stamp  case  workers  and  local  housing  authorities.   Increased  administrative 

costs  would  offset  a  part  of  benefit  savings. 

Issues  related  to  counting  Section  8  subsidies  as  income 

The  idea  of  counting  Section  8  subsidies  as  income  rests  on  the  assumption  that  a 
household's  receipt  of  a  housing  subsidy  is  equivalent  to  receiving  the  same 
amount  of  cash  income.   This  is  true  only  if  receipt  of  the  housing  subsidy  has 
the  same  impact  on  the  household's  ability  to  purchase  food  as  would  be  the  case 
if  the  household  received  an  equivalent  amount  of  cash.   There  are  serious 
problems  with  this  assumption  as  the  following  example  illustrates. 

Consider  a  single  mother  with  three  children  whose  only  income  is  $300  per 
month  in  Aid  to  Families  with  Dependent  Children  (AFDC) .   Suppose  that  she 
rented  a  substandard  apartment  for  $100  per  month  before  receiving  Section  8 
assistance,  and  that  she  now  occupies  an  apartment  valued  at  $350  per  month. 
She  pays  $75  in  rent  (25%  of  her  income)  and  the  Section  8  program  pays  $275 
per  month.   The  mother  now  has  $225  left  to  spend  on  food  and  other  items 
besides  housing.   This  is  $25  more  than  she  had  before  she  moved  into  a  Section 
8  subsidized  unit.   If  the  $275  Section  8  subsidy  is  counted  as  income,  the 
mother's  reduced  need  for  assistance  in  purchasing  food  is  presumed  to  be  far 
greater  than  it  actually  is. 
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In  fact,  the  $275  subsidy  would  be  the  same  as  cash  income  only  if  she 
would  choose  to  spend  $350  for  an  apartment  if  her  cash  income  actually  was  $575 
(=$300  AFDC  +  $275  subsidy) .   This  would  be  the  equivalent  of  her  spending 
over  90%  of  her  $275  in  increased  income  on  housing.   Evidence  from  the 
Experimental  Housing  Allowance  Program  indicates  that  households  do  not  choose 
to  spend  anywhere  near  that  large  a  fraction  of  increases  in  cash  income  on 
housing,  however,  but  rather  spend  approximately  10%  of  cash  transfers  on 
housing.— 

Counting  the  entire  subsidy  as  income  would  be  the  equivalent  of 
requiring  a  household  with  $575  income  to  spend  $350  per  month  on  housing,  and 
then  arguing  that  its  food  stamp  need  should  be  based  on  the  $575  income  and 
not  on  the  $225  left  for  non-housing  expenditures.   The  household  is  better  off 
because  it  is  better  housed  and  has  $25  more  to  spend  on  non-housing  items 
each  month,  but  to  reduce  food  stamp  benefits  based  on  the  full  amount  of 
subsidy  would  overstate  the  increase  in  the  household's  disposable  income 
available  for  food  purchases.   The  family  may  be  housed  well  but  that  has 
little  or  no  effect  on  its  ability  to  obtain  adequate  food  or  other  necessities. 

The  difficulty  lies  in  the  fact  that  when  a  household  receives  a  housing 
subsidy,  it  receives  little  or  no  increase  in  disposable  income-  since  the 
subsidy  goes  directly  to  the  landlord  to  pay  for  housing.   The  household  has 


4/ 

—  Marc  Bendick  and  James  Zais,  Incomes  and  Housing:   Lessons  from  Experiment 

with  Housing  Allowances,  Urban  Institute  Paper  249-9.   Washington,  D.C.: 
The  Urban  Institute,  October,  1978,  p.  4. 

—  The  household's  disposable  income  will  rise  by  the  difference  between  its 
rent  payment  before  and  after  receipt  of  the  subsidy.  This  is  certain  to 
be  substantially  less  than  the  subsidy. 
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more  to  spend  or.  food  and  other  non-housing  Items  only  to  the  extent  that 
the  housing  subsidy  reduces  the  household's  cash  outlay  for  rent.   While 
this  might  be  the  case  if  the  household  had  previously  been  paying  an 
extraordinarily  large  fraction  of  its  income  on  rent,  the  housing  assistance 
more  typically  would  have  only  a  minor  effect  on  the  household's  rent  payments. 
Consequently,  the  household's  need  for  food  stamp  assistance  may  be  reduced 
very  little  as  a  result  of  the  housing  assistance,  and  certainly  not  as  much 
as  if  the  amount  of  the  subsidy  were  provided  as  unconstrained  cash  income. 
To  consider  housing  subsidies  as  the  equivalent  of  cash  incom.es  is  to  under- 
state the  need  of  recipient  households  for  food  and  other  non-housing  assistance. 

Counting  housing  assistance  as  income  could,  in  some  cases,  also  lead  households 
to   live  in  poorer  quality  housing.   Consider  again  the  hypothetical  ATDC 
family  described  above.   Currently,  this  househould  would  receive  $168  per 
month  in  food  stamps  and  would  have  food  stamps  plus  $225  in  cash  (after  paying 
$75  rent)  or  $393  to  spend  on  food  and  other  non-housing  items.   If  the  $275 
housing  subsidy  were  counted  as  income,  the  fam.ily's  monthly  food  stamp 
allotment  would  fall  to  $117  and  it  would  have  $3A2  in  food  stamps  and  cash 
to  spend  on  non-housing  items  each  month.   On  the  other  hand,  the  family 
could  return  to  its  old  $100  per  month  apartment  and  its  food  stamp  allotment 
would  rise  back  to  $168  per  month,  giving  it  $368  for  non-housing  expenditures 
after  paying  its  rent.   For  some  poor  households  with  young  children  (or  for 
som.e  elderly  persons  in  similar  situations) ,  the  additional  $26  in  disposable 
income  that  would  be  available  for  food  purchases  may  be  Xi?orth  more  than  the 
improved  housing.   If  so,  the  change  in  food  stamp  policy  would  work  in 
opposition  to  the  goals  of  Federal  housing  assistance  programs. 
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Measuring  the  value  of  housing  subsidies 

The  variation  in  the  amount  of  Section  8  subsidies  which  occurs  across  housing 

markets  also  presents  a  major  issue.   If  fair  market  rents  accurately  reflect 

differences  in  housing  prices,  identical  units  could  be  valued  quite  differently 

in  different  housing  markets,  and  the  calculated  Section  8  subsidies  would 

differ  accordingly  for  otherwise  identical  families.   Including  the  divergent 

subsidies  as  income  in  determining  food  stamp  benefits  would  severely  discriminate 

against  households  residing  in  areas  with  high  housing  costs.   Food  stamp  allotments 

would  be  substantially  lower  for  such  households,  even  though  their  housing 

was  no  different  from  that  of  similar  households  in  lower  price  areas,  and 

their  cash  income  available  for  food  purchases  was  the  same.   For  example, 

the  apartment  of  our  hypothetical  AFDC  household  might  be  valued  at  $500 

per  month  in  a  high  price  urban  location,  at  $300  in  a  lower  price  metropolitan 

area,  and  only  $200  in  a  rural  town.   In  each  case,  the  household  would  pay 

$75  towards  the  rent,  and  the  difference  would  be  included  as  income  received 

as  a  housing  subsidy.   For  these  three  situations,  food  stamp  benefits  would 

be  $76,  $125,  and  $140  per  month,  respectively,  although  the  households  would 

differ  not  at  all  in  their  cash  income  to  purchase  food  (and  other  non-housing 

items)  .   \>niile  some  locational  inequities  are  almost  certain  to  occur  in  any 

social  welfare  program,  the  magnitude  of  the  difference  in  potential  treatment 

in  the  case  of  housing  subsidies  is  substantial,  far  greater  than  differences 

in  purchasing  povjer  due  to  divergent  prices  for  other  goods.   This  must  be 

regarded  as  a  serious  problem. 

A  further  problem  is  that  for  many  housing  units,  the  determination  of  the 
fair  market  value  of  local  housing  authorities  is,  by  necessity,  somewhat 
arbitrary.   Few  units  of  Section  8  housine;  have  perfectly  comparable  counter- 


parts  in  the  private  market,  so  private  market  rents  often  cannot  be  used 
directly.   Once  comparability  is  inexact,  value  assignments  are  only  approxi- 
mate.  In  addition,  there  may  be  a  tendency  on  the  part  of  local  housing 
authorities  to  overvalue  units  in  order  to  induce  landlords  to  participate 
in  the  Section  8  program.   Thus,  fair  market  rents  may  tend  to  be  overstated. 

Public  Housing 

Public  housing  differs  from  Section  8  housing  in  that  units  are  generally 
owned  not  by  private  landlords  but  rather  by  the  government,  usually  in  the 
form  of  a  local  public  housing  authority.—   Eligible  households  are  assigned 
to  individual  units  as  they  become  available  and  pay  rents  which  are  limited 
to  a  maximum  of  25%  of  their  incomes.   The  Federal  government  pays  100%  of 
the  capital  costs  of  constructing  or  purchasing  public  housing  units  and  may 
also  pay  any  or  all  of  the  operating  and  maintenance  costs  if  necessary  to 
keep  the  local  public  housing  authority  from  incurring  deficits.   All  taxes 
are  foregone  by  the  various  levels  of  government,  although  payments  in  lieu 
of  taxes  are  authorized.   In  general,  these  subsidies  paid  for  capital, 
operating,  and  maintenance  costs  and  in  foregone  taxes  are  provided  for 
entire  complexes  of  public  housing  and  not  for  individual  units.   As  of  1980, 
there  were  approximately  1.1  million  units  of  public  housing,  nearly  45% 
of  which  were  occupied  by  elderly  households  and  almost  40%  by  households 
composed  of  single  mothers  with  children. 


hj     This  is  not  true  for  leased  public  housing.   These  units  are  privately  owned 
and  leased  to  local  housing  authorities  for  use  as  public  housing.   Once 
leased  to  the  government,  such  units  are  handled  in  the  same  manner  as 
government-owned  public  housing. 
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Table  6  shows  estimated  public  housing  participation  by  food  stamp  households 
as  of  November  1979.   As  was  the  case  for  the  Section  8  program  discussed 
above,  no  data  are  available  concerning  household  participation  in  both 
programs.   Consequently,  estimates  were  made  on  the  basis  of  data  on  partici- 
pation rates  in  each  program  separately  (broken  down  by  the  twelve  household 
compositions  and  eight  income  classes  given  in  Table  6)  and  the  fraction  of 
food  stamp  households  which  rent  rather  than  own  their  homes.   Just  over  half 
a  million  food  stamp  households  are  estimated  to  occupy  public  housing,  slightly 
over  8  percent  of  all  food  stamp  recipients.   Conversely,  about  44  percent  of 
families  in  public  housing  receive  food  stamps,  a  function  primarily  of 
the  low  food  stamp  participation  rates  among  the  elderly.   One-third  of  food 
stamp  households  occupying  public  housing  are  elderly.   Nearly  half 
(48.7  percent)  are  single  mothers  with  dependent  children.   Food  stamp 
recipients  in  public  housing  also  tend  to  be  very  poor:   58.5  percent  have 
annual  incomes  below  $3000  and  84.7  percent  have  incomes  below  $5000. 
Virtually  none  of  these  households  has  an  income  over  $10,000  per  year. 

Estimating  the  impact  of  including  public  housing  assistance  as  income  for  the 
food  stamp  program  is  more  difficult  than  in  the  case  of  the  Section  8 
program,  since  subsidies  for  individual  households  cannot  readily  be  ascertained. 
What  is  needed  is  the  difference  between  the  rental  value—  of  the  unit  occupied 
by  a  household  and  the  rent  the  household  pays  to  the  housing  authority. 
Because  most  public  housing  units  do  not  have  counterparts  in  the  private 
housing  market,  equivalent  private  market  rents  are  very  difficult  to  determine. 
As  the  House  Agriculture  Committee  noted  in  its  report  on  the  Food  Stamp  Act 
of  1977, 


—   Note,  however,  that  this  encounters  the  various  valuation  problems  discussed 
above  with  respect  to  Section  8  subsidies. 


lAi'.lM.    h 


KSTIM/'TKI)    I'l'iM.IC    HOL'SINC    i'AMTlClF^ 
)iV    FOUi)    :-rA!>[l>    liOUSI-lI'M.DS 


■11  r, 


BV    llOliSl-tloLi)    COMl'O:-  11  U)\ 


I'li'ii-  ('  I  ill  I'  i  V    ■■  I  !  '■     a  1  one 

'udi- .  ItU'i'  1  ,/    .  .J  1 1.-   wi  th 
'1  i\ii  ■  r     kIi;  I  i .-.    <  I't]  ]  y 

i'.o,!    ,    !  il,  f  1  .     tcfiia  I  ('    alriiiti 

N.jii-i-  1,K-  I  1 ;.      L  .„;iii,:i  le    wi  til 
i>  I  li-  ■  r    ,1  li  ;j  i  I  s    oil  l_j,' 

!'  I '!  -  I  1   '    ]'<<:  r::.,jrj    ;i  UuKj 

I'  III.  r  I  -    lif  I  !   '.'1  th   otlii  !  a 

Niiii-  V  I  ■■.L'T  I  V    i;,.il  ,•    head   willi 
i:ii  i  L'.l  i   ,'H  ,     .:  -   3    lUirsorih. 


>  • :  ,  i    I  . !  1,  .. 


t  li  1  I  ;l  .  I    i;  ,  ;>    .  ■  i:     iU'  >i\:     jit  r  :ii'i|ir. 

iMUi  -1     I  c;t  r  j     =  i  ,    li.,1  j  L'      ilf.ii     v;  i.til 

ill  i  I  'ii  1  1. .  .'-^    per  joiis 

.■.OM-i- U.-ji   t '•  fiTh,ii,'    lie.iii    with 

>•■>!>.  1,,  .  f  i  1,.  ,11..  li.    hoad  wi  t-li 

I'iii  idi\n,  (i    nr    ii-,)|-;'    persons 

iV/IAI. 

'"^'■""'  •       i'.is,.,|   ^.:,   Nov>-i;,[,,.r    1979    Su 


M umber    of 

liOllSt-jKjil- 

]0,i6:i 

2,151 
55,722 

4,509 
138,9/8 

25,135 

5,655 
li,9'-.:i 

8,035 

1A0,H6  7 

7  7,481 

_30,53^i 
511  ,176 


Per!-ciit.uiJ;o    of 
(■'iio  ;    Staiiip 
llmmL-holds 


1.08; 
7.87" 

2.3);: 

I  6  .  b  (1 V 

7,59;: 


2.92% 


3a;: 


9.51°: 

1 1 .50^ 
8  .  1  i:r 


BV     INCOMI-. 


fncouio    Cl.iS", 

Nijuiher    nl 
ilouceliolds 

Vn: 

Hoi 

r  con  La,; 

•d      .St. IN 
.IrioliOld 

Jx-ss    than    .'?2000 

48,5  16 

4.58' 

$20(10-3000 

2  "'0,395 

1  5.06: 

$3()0(,  ■5(jOO 

133,300 

I:,  /i/ 

$5000-7500 

69,5  39 

r-  .»jO:" 

$750>t-10,O0O 

8,809 

2.18  ■■, 

$10, 01)0-15,000 

lU 

0  .]<' 

Over    $15,000 

- 

- 

TOl'AL 

511  ,176 

8  .  ]  ■;  ^ 

rvey   of    the    Char-uto  ris  1 1  cs    of    l\u:.d    SLaiii;,    Households    (USDA.    FNS)    and    the    HUD    lile    oi 

] '  1-  r  ^  (^  T-    :  -It      P   1  r  t     i  .■■■   i  n   it   i  i-^n 


19 


There  is  no  known  fair  rental  value  for  such  housing,  nor  can  such 
value  readily  be  assigned.   The  value  of  the  housing  would  vary 
tremendously.   In  some  public  housing  projects,  where  crime  rates 
are  extremely  high...,  there  is  almost  no  rental  value.   Few  families 
would  pay  any  significant  amount  of  money  to  live  in  such  housing  if 
it  were  rented  on  the  open  market  .8^/ 

Many  families  live  in  public  housing  only  because  they  have  no  other  real 

alternative:  given  the  choice,  few  would  choose  to  live  in  many  projects. 

Because  private  market  counterparts  do  not  exist,  any  attempt  to  place 

values  on  public  housing  units  would  be  highly  arbitrary. 

An  alternative  approach  involves  the  use  of  government  costs  to  measure  the 
value  of  public  housing  units.   This  encounters  problems  of  its  own,  however. 
First,  while  government  costs  could  be  determined  fairly  accurately,  they  are 
available  only  for  entire  complexes  of  public  housing  and  generally  not  for 
individual  units.   Many  of  the  costs  are  for  common  areas  or  services  provided 
to  the  project  as  a  whole  and  thus  cannot  readily  be  assigned  to  particular 
apartments.   Even  construction  costs  are  difficult  to  break  down  to  units, 
since  contractor  bids  are  for  entire  projects,  not  single  units.   Consequently, 
any  assignment  of  project  costs  to  individual  units  would  have  to  be  somev/hat 
arbitrary. 

A  second  problem  lies  in  the  fact  that  government  costs  for  different 
projects  vary  greatly  with  the  ages  of  the  projects  because  both  construc- 
tion costs  and  financing  cost  have  risen  sharply  over  time.  The  more  than 
doubling  of  interest  rates  on  long-term  government  bonds  over  the  last  few 
years  by  itself  would  mean  that  a  public  housing  project  built  today  would 
have  capital  costs  more  than  twice  those  of  a  project  built  five  years  ago. 


8/ 

—   U.S.  House  of  Representatives,  Report  on  the  Food  Stamp  Act  of  1977, 

95th  Congress,  1st  Session,  House  Report  95-464,  June  24,  1977,  p.  33. 
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If  rising  construction  costs  are  also  considered,  the  capital  costs  of  the 
new  unit  could  be  four  times  that  of  one  five  years  older.   Because  of 
this,  newer  units  show  markedly  greater  capital  cost  subsidies  than  equivalent 
but  older  units.   I'/hile  newer  units  might  be  worth  somewhat  more  than  older 
units  simply  because  they  are  newer,  it  is  unlikely  that  differences  in 
rental  value  would  be  anywhere  near  as  great  as  the  very  substantial  differences 
in  costs.   Government  costs  are  thus  a  poor  measure  of  the  worth  of  public 
housing. 

In  fact,  there  is  little  reason  to  believe  that  government  costs  bear 
any  relation  at  all  to  the  value  of  public  housing  units.   The  worst  and 
hence  least  desirable  projects  might  be  those  with  the  highest  costs  because 
of  needs  for  additional  security  forces  or  large  maintenance  costs  to  repair 
damage  due  to  vandalism.   Examples  such  as  the  Columbia  Point  project  in 
Boston  demonstrate  that  high  construction  and  operating  costs  may  well  have 
no  impact  on  the  desirability  and  hence  the  value  of  public  housing.   The  use 
of  government  costs  to  measure  the  subsidy  value  of  public  housing  could  lead 
to  significant  inequities. 

For  these  reasons,  the  assignment  of  rental  values  to  the  housing  assistance 
provided  for  occupants  of  public  housing  units  does  not  appear  feasible.   Any 
attempt  to  assign  a  rental  value  would  be  highly  arbitrary.   It  would  also  be 
readily  subject  to  legal  challenge.  Given  the  complexity  of  the  problem,  such 
challenges  might  be  difficult  to  rebut,  and  would  be  certain  to  consume  substan- 
tial resources  to  reach  resolution.   As  a  result,  counting  the  value  of  public 
housing  as  income  does  not  appear  to  be  possible. 

Because  of  the  problem  of  attaching  dollar  values  to  the  provision  of  public 
housing  for  food  stamp  recipients,  estimating  the  impacts  of  counting  public 
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housing  assistance  as  income  is  also  not  possible.   All  that  can  be  done  is 
to  determine  what  types  of  recipients  would  be  affected  if  some  way  xjere 
found  to  assign  accurate  and  equitable  rental  values  to  public  housing  units. 
One-third  of  the  affected  households  would  be  elderly,  about  85  percent  of 
whom  live  alone.   One-half  would  be  single  mothers  with  dependent  children. 
Because  these  households  occupy  larger  units  which  would  probably  be  assigned 
higher  subsidy  values,  their  benefit  reductions  could  be  quite  large,  and  a 
significant  number  could  lose  their  food  stamp  benefits  entirely.   Overall, 
a  quarter  of  a  million  single  mothers  with  children  and  165,000  elderly  house- 
holds would  have  food  stamp  benefits  reduced.  Nearly  85  percent  of  the 
households  affected  would  have  incomes  below  $5000,  and  almost  60  percent  would 
have  incomes  below  $3000. 

Measuring  and  including  the  value  of  public  housing  assistance  would  add 
significant  complexities  and  costs  to  the  administration  of  the  Food  Stamp 
Program.   Currently,  no  values  are  attached  to  individual  units  of  public 
housing,  and  as  the  discussion  above  demonstrates,  there  is  no  practicable  means 
of  assigning  values.   Requiring  a  value  for  each  unit  would  necessitate  an 
exceedingly  costly  unit-by-unit  assessment  of  a  large  number  of  the  1.1  million 
public  housing  units,  and  any  such  assessment  would  still,  by  necessity,  be 
somewhat  judgm.ental  and  subject  to  challenge.   The  need  for  continued  updating 
of  the  values  assigned  to  the  rental  units  and  for  communication  between  public 
housing  authorities  and  food  stamp  case  workers  each  time  a  public  housing 
unit  changes  occupancy  or  its  value  changes  would  generate  further  administrative 
costs. 
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Counting  public  housing  assistance  as  income  also  raises  the  same  difficulties 
described  in  the  sections  of  this  paper  that  treat  the  Section  8  program. 
Public  housing  occupancy  does  not  have  a  marked  impact  on  a  household's 
disposable  income,  since  benefits  are  in-kind.   Families  moving  into  public 
housing  have  more  to  spend  on  food  and  other  non-housing  consumption  only  to 
the  extent  that  the  rent  they  pay  is  less  than  what  they  paid  for  their  old 
housing.  Generally,  this  increase  in  disposable  income  would  be  far  less  than 
the  value  that  might  be  assigned  to  occupancy  of  a  public  housing  unit. 
Households  living  in  public  housing  may  (or  may  not)  have  improved  housing, 
but  any  such  improvement  does  not  markedly  reduced  their  need  for  food  and  other 
necessities. 

A  second  difficulty  follows  from  this:   reducing  food  stamp  benefits  for  families 
living  in  public  housing  may  require  that  such  families  choose  between  living 
in  public  housing  and  getting  enough  to  eat.   The  effect  is  to  play  one  Federal 
program  off  against  the  other,  reducing  the  likelihood  that  the  goals  of  both 
can  be  attained.   This  problem  would  be  exacerbated  if  the  values  attributed 
to  public  housing  units  overstate  their  values  to  occupants. 

Other  Housing  Assistance 

While  public  housing  and  the  Section  8  program  are  the  largest  and  most 

identifiable  housing  assistance  programs  in  the  United  States,  there  are 

a  number  of  other  forms  of  aid  which  serve  to  reduce  housing  costs  for 

American  families.   Unlike  in  the  two  programs  already  discussed,  however, 

beneficiaries  of  most  other  programs  are  less  readily  identifiable  and  the 

value  of  the  assistance  provided  to  them  can  be  even  more  difficult  to  measure. 
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Primary  among  these  for  renter  households  is  the  Section  236  (of  the  Housing 

9/ 
and  Urban  Development  Act  of  1968)  program,-  under  which  about  500,000 

households  are  aided.   Section  236  provided  mortgage  subsidies  for  the 

construction  or  renovation  of  housing  units  to  be  rented  to  low  and  moderate 

income  households.   This  capital  cost  subsidization  was  designed  to  allow 

apartment  owners  to  charge  lower  rents  than  would  otherwise  be  the  case,  thus 

reducing  tenants'  housing  costs.  However,  the  existence  of  the  subsidy  is 

probably  unknown  to  tenants.   As  in  the  case  of  the  Section  8  program, 

information  would  have  to  be  obtained  from  local  housing  authorities  concerning 

program  beneficiaries.   Unlike  Section  8  units,  however.  Section  236  units  are 

not  assigned  fair  market  rents  and  it  is  therefore  extremely  difficult  to 

attach  values  to  the  subsidies  provided  to  tenants.   The  problems  are  similar 

to  those  discussed  for  public  housing  above. 

About  180,000  households  currently  receive  assistance  through  the  rent  supple- 
ment program,  although  the  program  no  longer  accepts  new  recipients,  having 
been  replaced  by  the  Section  8  program.   Rent  supplements  are  used  by  themselves 
or  in  conjunction  with  Section  236  to  reduce  the  cost  of  housing  for  poor 
families.   Payments  are  made  directly  to  landlords  and  are  based  on  the  rent 
which  the  family  would  otherwise  have  to  pay  for  its  housing  and  on  the  family's 
income  and  other  characteristics.   Counting  rent  supplement  as  income  would  be 
almost  identical  to  counting  Section  8  aid,  and  would  raise  the  same  issues 
and  encounter  the  same  difficulties. 


9/ 

—   The  Section  236  program  no  longer  functions  in  terms  of  subsidizing 

additional  units.   However,  units  which  were  built  with  Section  236 

assistance  continue  to  be  subsidized  through  reduced  mortgage  costs. 
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Tax  subsidies  provide  another  form  of  housing  assistance.  When  these  are 
considered  as  a  part  of  Federal  housing  assistance  efforts,  almost  every 
American,  regardless  of  income,  receives  housing  assistance  in  some  form. 
Renters  benefit  indirectly  from  Federal  income  tax  laws  which  give  landlords 
generous  depreciation  allowances  and  mortgage  interest  deductions,  thus  allowing 
rents  to  be  set  lower  than  they  otherwise  would  be.   The  value  of  these  tax 
subsidies  to  individual  renters  would  be  virtually  impossible  to  determine 
and  could  never  be  included  in  income  calculations.   Some  States  allow 
elderly  (and  in  fewer  cases,  non-elderly)  households  to  deduct  a  portion  of 
their  rent  payments  on  State  income  tax  returns  on  the  assumption  that  part 
of  their  rent  goes  to  pay  property  taxes. 

Aid  to  homeowners  through  tax  systems  is  more  substantial.   Federal  incom.e 
tax  laws  allow  the  itemized  deduction  of  all  mortgage  interest  and  property 
tax  expenses  incurred  by  hom.eowners.   However,  this  is  likely  to  be  of  little 
benefit  to  food  stamp  recipients  for  three  reasons.   First,  relatively  few 
food  stamp  households  own  their  homes.   Second,  these  benefits  are  available 
only  if  deductions  are  itemized,  and  low  income  households  generally  do  not 
gain  from  itemizing  their  deductions.   Finally,  low  Income  households  generally 
pay  little  or  no  Federal  tax,  so  tax   savings  offer  little  value. 

About  half  the  States  provide  State  income  tax  credits  for  property  tax 
expenses  incurred  by  elderly  (and  sometimes  non-elderly)  homeoi>mers.   These 
credits  are  generally  refundable, —  so  they  are  of  value  even  to  homeowners 
who  would  owe  no  tax  anyway.  However,  identification  of  these  and  Federal 
tax  subsidies  would  be  both  difficult  and  costly. 


—   That  is,  if  the  taxpayer  owes  less  tax  than  the  amount  of  the  credit, 
the  difference  is  paid  to  him.   Non-refundable  credits  can  only  offset 
taxes  and  cannot  result  in  payments  to  the' taxpayer . 
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The  only  other  important  form  of  housing  assistance  involves  the  subsidization 
and  guarantee  of  mortgages.   At  the  Federal  level,  both  HUD  and  the  Veterans 
Administration  (VA)  operate  mortgage  programs.   Some  State  and  local  govern- 
ments also  make  subsidized  loans  available  to  selected  households  to  enable 
them  to  purchase  their  own  homes.   While  it  would  be  possible  to  identify  the 
recipients  of  mortgage  assistance  if  it  were  required,  the  data  are  not 
readily  available.   Further,  because  there  is  not  private  market  counterpart 
for  the  mortgage  guarantees,  it  would  be  extremely  difficult  to  value  them 
fairly.   The  costs  and  problems  involved  in  gathering  information  on  these 
subsidies  are  great  enough  that  it  would  be  impratical  to  try  to  include  their 
value  in  income  calculations. 

The  various  kinds  of  housing  assistance  discussed  in  this  section  encounter 
all  the  problems  met  by  the  Section  8  and  public  housing  programs  in  the  attempt 
to  count  their  value  as  income  for  recipients,  in  addition  to  the  identifica- 
tion problems  discussed  above. 
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Conclusions 

This  final  section  reviews  the  logic  behind  and  difficulties  involved  in 
counting  the  value  of  housing  assistance  as  income  in  the  determination  of 
food  stamp  eligibility  and  benefits.   Each  of  these  points  has  been  discussed 
above  in  the  sections  relating  to  individual  housing  programs.   Their 
restatement  here  is  to  provide  a  consolidated  overview  of  the  issues  involved. 

1.  Households  receiving  housing  aid  are  better  off  than  otherwise 
identical  households  who  receive  no  aid.   This  provides  the  basis  for  the 
proposal  to  include  the  value  of  housing  assistance  as  income.   The  main 
question  is  not  whether  aided  households  are  made  better  off,  but  rather  how 
they  are  made  better  off  and  what  effect  this  has  on  their  need  for  food 
stamp  assistance. 

2.  Housing  assistance  is  likely  to  have  only  a  small  impact  on  a 
household's  disposable  income  and  hence  on  its  need  for  food  stamps.   The 
major  thrust  of  housing  programs  is  to  reduce  the  effective  cost  of  adequate 
housing  units  so  that  low  income  households  can  afford  decent  housing.  Aided 
households  are  thus  able  to  improve  their  housing.   Since  Federal  programs 
limit  the  household's  rent  payment  to  no  more  than  25  percent  of  its  income, 
participation  in  a  housing  program  may  also  reduce  the  household's  rent 
expenditure.  This  yields  an  Increase  in  disposable  income  available  for  the 
consumption  of  food  and  other  non-housing  items,  but  that  increase  is  almost 
certain  to  be  far  less  than  the  full  amount  of  the  housing  subsidy.   Since 
only  changes  in  disposable  income  which  can  be  used  for  non-housing  consump- 
tion affect  the  household's  ability  to  purchase  food,  lowering  food  stamp 
benefits  on  the  assumption  that  the  full  housing  subsidy  is  an  increase  in 
income  far  overstates  the  reduction  in  the  household's  need  for  food  stamp 
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assistance.  An  aided  family  may  be  well  housed,  but  decent  housing  does  not 
improve  the  family's  ability  to  feed  itself. 

3.  Counting  housing  assistance  as  income  may  force  low  income  families 
to  choose  between  living  in  decent  housing  and  eating  an  adequate  diet. 
Reductions  in  food  stamp  allotments  may  leave  a  household  with  too  little 
disposable  income  to  meet  its  food  needs.   Consequently,  the  household  may 
have  to  choose  between  having  those  needs  go  unmet  or  not  participating  in  a 
housing  assistance  program.   Either  choice  would  frustrate  the  dual  goals  of 
Federal  housing  and  food  assistance  programs. 

4.  Most  of  the  benefit  reductions  would  come  from  the  elderly  and  single 
mothers  with  children.   Most  of  those  who  would  have  benefits  reduced  if 
housing  assistance  were  counted  as  income  are  households  headed  by  elderly 
persons  or  households  headed  by  single-mothers  with  dependent  children.   About 
one-third  of  food  stamp  households  participating  in  the  Section  8  program 
and  in  public  housing  are  elderly.   Nearly  60%  of  the  food  stamp  households 
receiving  Section  8  assistance  and  nearly  half  of  those  in  public  housing  are 
single  mothers  with  children. 

In  addition,  those  who  would  have  benefits  reduced  are  poor.   Over  half  of 
all  food  stamp  recipients  receiving  Section  8  aid,  and  nearly  60%  of  those  in 
public  housing,  have  annual  gross  incomes  below  $3,000  a  year.   85%  of  both 
Section  8  and  public  housing  recipients  who  participate  in  the  food  stamp 
program  have  annual  gross  incomes  below  $5,000  a  year. 

5.  Section  8  subsidies  may  be  difficult  to  value  accurately.   Under  the 
Section  8  program,  a  household's  subsidy  is  the  difference  between  its  rent 
payment  and  the  fair  market  rent  for  the  unit  it  occupies.   Consequently, 
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accurate  valuation  of  the  subsidy  depends  on  the  correct  measurement  of 
fair  market  rent  by  local  housing  authorities.   Because  many  Section  8  units 
may  not  have  close  counterparts  in  private  housing  markets,  values  must 
be  assigned  somewhat  arbitrarily  and  are  likely  to  be  only  approximate. 
In  addition,  there  may  be  a  tendency  on  the  part  of  local  housing  authorities 
to  over-value  units  to  induce  landlords  to  participate  in  the  Section  8 
program. 

6 .  Accurate  valuation  of  public  housing  units  may  be  Impossible.   Even 
more  than  in  the  case  of  Section  8,  public  housing  may  differ  greatly  from 
any  housing  available  in  private  markets  and  may  thus  have  no  comparable  units 
which  may  be  used  in  their  valuation.   The  House  Agriculture  Committee  report 
noted  that  "there  is  no  known  fair  rental  value  for  such  housing,  nor  can  such 
value  readily  be  assigned."  For  some  units,  almost  any  value  would  be  too 
high;  lack  of  safety  for  residents,  persistent  vandalism,  and  inadequate 
maintenance  can  combine  to  make  some  units  of  little  value. 

Government  costs  do  not  provide  a  viable  alternative.   Costs  are  generally 
available  only  for  entire  complexes  of  public  housing  and  equitable  assignment 
of  those  costs  to  individual  units  is  probably  impossible.   Changes  in  capital 
costs  over  time  are  likely  to  result  in  newer  units  showing  much  greater  costs 
than  older  units;  the  differences  are  likely  to  be  far  greater  than  differences 
in  the  value  of  older  and  newer  units.  Most  importantly,  costs  may  bear  no 
relation  to  the  value  of  units.   The  worst  and  hence  lowest  value  public 
housing  units  could  well  be  the  most  costly  because  of  increased  need  for 
security  and  high  maintenance  costs  to  repair  damage  due  to  vandalism.  As  a 
result,  assigning  dollar  values  to  public  housing  units  and  counting  the  value 
of  public  housing  as  income  does  not  appear  to  be  possible. 


7.  Differences  in  rent  levels  across  housing  markets  may  generate 
inequitable  differences  in  food  stamp  benefits  for  similar  households.   If 
food  stamp  benefits  are  to  be  reduced  for  families  who  receive  housing  assis- 
tance, the  amount  of  benefit  reduction  should  be  related  to  the  increase  in 
the  household's  ability  to  purchase  food.   Since  housing  assistance  subsidies 
are  a  function  of  general  rent  levels  which  may  differ  widely  across  housing 
markets,  households  which  live  in  identical  housing  could  have  significant 
differences  in  food  stamp  allotments  simply  because  they  live  in  different 
places.   For  example,  a  household  with  a  monthly  cash  income  of  $400  would 
receive  less  than  half  as  large  a  food  stamp  allotment  ($53  rather  than  $109 
per  month)  if  it  lived  in  a  high  cost  metropolitan  area  where  its  housing 
was  valued  at  $500  per  month  rather  than  in  a  rural  town  where  the  same  unit 
would  be  worth  only  $200.  Yet  such  a  household  would  be  no  more  able  to 
purchase  food  if  it  lived  in  the  more  expensive  housing  market.   The  potential 
inequities  of  equally  needy  families  receiving  very  different  amounts  of 

food  stamp  benefits  are  substantial. 

8.  Measuring  housing  assistance  would  be  administratively  complex  and 
costly.   Housing  programs  are  extremely  diverse  and  often  indirect,  so 
recipients  themselves  may  be  unaware  that  they  are  being  given  assistance. 
Consequently,  contact  with  local  housing  authorities  and  other  program  admini- 
strators would  be  required  to  identify  assistance  recipients  and  to  determine 
amounts  of  assistance.   Besides  initial  checks  for  all  households  receiving 
food  stamps,  subsequent  contacts  would  be  necessary  whenever  an  assisted  housing 
unit  changed  occupants  or  the  value  of  a  household's  subsidy  changed.   Increases 
in  food  stamp  administration  costs  would  result. 


